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medium as a whole, and that It is therefore one of
the factors which may operate to raise prices. A
higher level of prices \vQu\dprimafacie be accom-
panied by an Increased cost of living- generally,
and would tend to necessitate the use of a larger
subsidiary coinage for the ordinary transactions of
every-day life. To this extent the principle is plau-
sible. But It Is by no means Impossible that an
increase in subsidiary or token coinage (such as
the Indian rupee now is, inasmuch as it is really on
a gold basis) might, of Itself, operate to raise prices
in the same way that an addition to the circulating
medium In the form of the standard money with its
accompaniment of credit would do. This last con-
tingency could, however, in my opinion, only occur
If the amount of the subsidiary coinage was in excess
of the demand for it'as such, in which case it is
possible that there might be some depreciation
of the subsidiary coinage as compared with the
standard.
3. No such depreciation as compared with the
standard has occurred in India where, as has already
been seen, practical convertibility of the rupee has
been attained. Where there is a highly depreciated
currency, such as has almost invariably been the case
In countries with an issue of inconvertible paper,
prices of commodities as measured in that currency
must necessarily appreciate. The position in India
is different. The coinage of rupees has only been
undertaken in order to meet the demands of the